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Fetish of the Calendar as a Fiscal Year*
By Gladstone Cherry
The word “fetish,” according to Webster, means “A material
object, whether natural, as the tooth or claw of an animal, or ar
tificial, as a carving in wood or bone supposed to possess mag
ical powers capable of bringing to a successful issue the designs of the
owner", etc. This, however, is the meaning of the word when
used in describing the lives, customs, religions, superstitions, etc.,
of primitive man or of the still uncivilized peoples of the earth,
who, due to the undeveloped state of their minds, were unable to
reason out things for themselves and, therefore, in their simplicity
believed that certain symbols meant the sure accomplishment of
certain desired results. But in its modern application to the af
fairs of the now enlightened world, I am told it has come to mean
exaggerated or erroneous importance attached to anything. So with
this simple present-day understanding of the word “fetish”
before us, let us see what evils rather than virtues have resulted
from the erroneous importance unthinkingly given to the calen
dar year by so many people.
Naturally, the first aspect of the question that will occur to one
is that of the public accountant who, because most business people
operate on a calendar-year basis, has a large part of his work
crowded into the first three or four months of the year. But the
matter is one of great importance, not only to the public account
ant, but also to the banker, the government, and to business men.
Let us, therefore, view the situation from these different stand
points and see what effect this general practice of closing on Decem
ber 31st, instead of on a more appropriate date, has on each.
Although I have mentioned the public accountant first and his
clients last, I propose to reverse this order in my remarks, for the
reason that the solution of the problem, clearly, will be dependent
upon what action business houses can be influenced to take. If
they can be brought to realize the importance of this matter and
will act accordingly, the others interested will automatically be
benefited.
* A paper read at the annual meeting of the American Institute of Accountants, September,
1924.
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Business Houses
Aside altogether from the effect the existing condition has on
the government, the banker and the public accountant, the busi
ness man who does not stop to consider what is the most appro
priate time for him to take stock, close his books, and prepare his
financial statements is only doing himself an injury and an in
justice. Generally speaking, I would say that a date from thirty
to sixty days after the heaviest selling period should be the one
selected. The inventory should then be at its lowest level and
can be taken with greater ease, less expense and fewer possibil
ities of errors than at any other time. The manufacturer’s in
ventory should be in its most liquid form, i. e., his completed mer
chandise and work-in-process should be in such a condition that
he will be able readily to determine whether he has been operat
ing conservatively or has been over-producing. By selecting
such a date, time will be made available in which to collect on the
sales made during the heavy selling period and the returns can be
used to reduce liabilities to a minimum. The balance-sheet will
then show the most favorable ratio of current assets to current
liabilities; and at the same time the various elements comprising
the current assets will be in the best proportion, in that cash will
be high and inventory low.
With the affairs of the company in their most liquid form a
better understanding of how the business has been operated and
whether or not wisdom has been exercised by the executives can
be obtained. There is during a period of twelve months a zero
point in almost every business, and if stock be taken and state
ments drawn up at that time the results should prove more than
at any other period whether or not proper diligence has been
used in planning ahead.
It is a simple matter to make the change. All that is necessary
for those who do things “according to Hoyle” is for the stock
holders to pass a resolution to have the year end on the date de
termined as the most appropriate for their class of business. So
far as tax reports are concerned all the taxpayer has to do is to
notify the commissioner of his change sixty days before he wishes
to file his report and he will in due course receive permission. He
will then make a return for the broken period and pay the tax,
and the law specifies how this tax is to be calculated. Each year
thereafter he will report for a full twelve-month period in the
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same way as he did when he closed his books and reported for the
calendar year.
With everything to gain and nothing to lose, I am sure it would
not be a difficult task to make the business men of the country,
who, apparently, have attached so much over-importance to the
calendar year, see the error of their ways and to get them to change
to a fiscal-year basis that will be most suitable to their individual
businesses, i. e., their natural business year. I have not given any
thought to how this is to be done, but the matter is of such vital im
portance to so many people that some prompt and concerted action
should be taken to bring it forcibly to the attention of the public.

The Banker
A few words will suffice to emphasize the effect the popularity
of the calendar year has on the banker. When the customer of
the bank closes his books and prepares his report for the year he
sends a copy, certified or uncertified, to his banker. These re
ports go to the credit departments where they are reviewed and
filed. From these reports statements are prepared for the bank’s
information. The result is that the credit departments of banks
are over-crowded with work during the first two or three months
of the year that could better, for all concerned, be distributed
throughout the year. Officers of banks and discount committees
are placed in the same position because the customer usually ac
companies his report with a request for credit for the ensuing year.
In explaining the banker’s views on this subject, I can not do
better than quote from a letter received from Walter Kasten,
president, First Wisconsin national bank of Milwaukee. Mr.
Kasten says in part: “I thoroughly agree with those . . . who
are endeavoring to bring about more generally the use of the fiscal
rather than the calendar year. From the banker’s standpoint
there is no advantage in the present practice which is not offset
many times by the change desired. The congestion of business
in January, February and March in the credit departments of the
banks and the undue pressure brought upon the accounting
houses during the same period do not work to the advantage of
any one, while there is considerable unnecessary expense to com
mercial houses, due to the taking of their inventory when it is at a
high point.”
John H. Puelicher, president, Marshall & Ilsley bank, Milwau
kee, and past president of the American Bankers Association,
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also writes on the same subject as follows: “Altogether regard
less of the fact that receiving all the statements at one time of the
year congests the credit department of a bank, the desire for the
best credit information would make us favor permitting business
houses to close their books at that time of the year when their
stocks, accounts and obligations have been most thoroughly liqui
dated and when the showing of their profits is real. The whole
financial structure of our country is dependent upon the most
accurate credit information which can be secured. Next to the
biggest element, that of the character and ability of the personnel
of any organization, is the need for discovering the actual finan
cial condition of the organization. I can not conceive how this
can be arrived at if statements are given at a time unfavorable to
business, and it might lead to a curtailment of perhaps even neces
sary credit to any particular business.”

The Government

Under the heading “government” are included both federal
and state income-tax departments. I think it is fair to assume
that the conditions obtaining in the credit departments of banks
also apply to the federal and state income-tax departments. One
only has to drop into any of the local offices of the internal rev
enue department and of the state tax commissioners to appre
ciate the strain under which these offices have to operate during
January, February, March and April. A great quantity of extra
help has to be employed during these months and it stands to
reason that a large portion must be more or less inexperienced.
Were this work distributed throughout the year, more uniform
staffs could be maintained and the work performed more effi
ciently, with a resulting tremendous saving in expense. In this
day and age when everyone is preaching economy in government,
it seems to me that this is a matter that should appeal to both
federal and state authorities.
The Public Accountant

The excise-tax law of August 5, 1909, required corporations to
report as of a calendar year, and that was when a great part of the
trouble commenced. Many corporations which had previously
been closing their books on dates other than December 31st
changed to a calendar-year basis so as to avoid confusion in pre
paring their reports. I am afraid we can not do other than place
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the blame on our lawmakers for creating an unnatural situation
by imposing conditions that, in the light of later events, were
admitted to be unnecessary. The 1913 income-tax law also
emphasized the calendar year, but in small type there appears the
provision that corporations may report as of a fiscal year provided
they ask and receive permission within a specified period prior to
the date as of which they desire to report—Sec. 2, sub-sec. G (c).
The 1921 act gave still greater freedom to the taxpayer, but many
corporations, either because of their unfamiliarity with every
detail of these laws or because they wished to follow the line of
least resistance, changed over from a fiscal to a calendar period,
believing they would thereby avoid a great deal of trouble, not
stopping to consider what effect this action was to have on their
financial reports. I venture to say that eight out of ten people, if
asked why they close their books on December 31st, would answer
that they had to do so on account of being required to make up
their income-tax reports as of that date. I am of the opinion that
the general belief entertained by business men that they must
report as of December 31st is the means of the great but erroneous
importance that the calendar year has assumed in the minds of
the public. They seem to have come to the point of thinking
that a year is January 1st to December 31st and to have lost
sight of the fact that, from the standpoint of their particular busi
ness, a year’s time might more appropriately fall between months
other than January and December.
It is conceded, I think by all, that the income-tax laws have
been very largely responsible for the great impetus public account
ancy has experienced in the past few years, and for the attention
that has been drawn to the services that the professional account
ant has to give, but unfortunately they have also been largely re
sponsible for the conditions under which this service has to be
rendered. It is assumed that every member of the profession is
striving to give to his clients that quality of service on which
alone reputation and resulting success are built. To do this he
must select his men carefully and after he has satisfied himself as
to their ability he must retain their services whether he has work
for them to do or not. What is the result? He is incurring ex
pense during the dull season for which he would not hesitate to
criticize his client. But on the other hand, if he reduces his staff
to a minimum, he is forced to be constantly augmenting his staff
each winter with new men, so that a large portion of the staff at
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these times must be drawn from a more or less floating element.
If, however, the work of the accountant were more reasonably
distributed throughout the year, a uniform staff could be main
tained ; and a better class could be attracted to the profession if it
were known that good men could be sure of steady employment.
What about the young men who are coming forward every year
from commercial schools and schools of accountancy? They have
received their theoretical training, but they want the practical
experience. During the busy season you are calling only for men
with experience. You don’t want raw recruits, so the student
has not much chance of being heard. On the other hand, when
the dull season comes along you can’t afford to take on any new
men to train because your first thought is to try to hold together
the men you have found to be capable and worth keeping. So
I am afraid that many of these young men who are starting out
with ambitions of becoming public accountants are going to find
their way into other fields of endeavor. The result as I see it,
therefore, is liable to be that as practice increases the supply of
men will decrease on account of the uncertainty of the employ
ment.
Much more could be said on this subject from the public ac
countant’s standpoint, but you are all so familiar, as a result of
practical experience, with the very disquieting conditions with
which you have to contend in the pursuit of your profession that
any elaboration on my part seems unnecessary. All I am at
tempting to do is to place the matter before you in a general way,
with the hope that it will appeal to you strongly enough to have
some concerted action started by the appropriate officers or com
mittees of the Institute to endeavor to have modified, to some
little degree at least, the conditions that now obtain.
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